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This paper is part of a Six-Country Study entitled 
Beyond the Basics: Education and Poverty: 
The Contribution of Post-Basic Education and Training (PBET) to Poverty 
Reduction: Evidence from South Asia and Sub - Saharan Africa, 
funded by the British Department for International Development. Other studies 
cover Ghana, Kenya, Rwanda, South Africa and Tanzania. 
The views in this paper are those of the author. 


Note: 


The concept of ‘basic education’ has a different connotation in India, attributable 
to Mahatma Gandhi and his philosophy. As this is much different from the 
concept being used presently all over, say in the context of the Education For 

All, which is broadly equivalent to the concept of ‘elementary education’ in 
India, only the later is used in this paper. 
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Abstract 


There is a general presumption that secondary and higher education is 
not necessary for economic growth and development. On the other hand, it is 
literacy and primary education that is argued to be important. Estimates on 
internal rate of return also contributed to strengthening of such a 
presumption. Increased national and international concerns for Education 
For All, also led to overall neglect of secondary and higher education in many 
developingcountries. The problem of resource scarcity added further to the 
problem. Accordingly, secondary and higher education do not figure on even 
the poverty reduction agenda of the poor countries. Indian experience also 
testifies to all this. Secondary and more strikingly higher education has been 
subject to negléct by the government and the current situation with respect to 
not only elementary.education, but also secondary and higher education is far 
from satisfactory. 

Based on some of the recent research, and based on further research 
evidence on India presented here, it is attempted to show that the general 
presumption on the role of secondary and higher education in development is 
not valid and that post elementary education is important for reduction in 
poverty, in improving infant mortality and life expectancy, and for economic 
growth. Accordingly, it also pleads for sound and comprehensive education 
policies that recognise the importance: of not.just elementary education, but 
also of secondary and higher education and for integration of educational 
pianning with developmeni planning. 
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1. Introduction: ‘Education Poverty’ 


Poverty is a state of deprivation. It is conventionally defined in terms 
of income poverty, ie., number of people below the poverty line and is 
measured in different ways, predominantly in terms of inadequacy of income 
to procure a minimum level of calories. Quite a few indices are developed in 
the literature that broadly relate to this phenomenon. Many scholars have 
also highlighted the limitations of income poverty as a measure of the 
complex phenomenon of poverty. An Expert Group of the Planning 
Commission in India (Government of India, 1993) recommended the 
broadening of the concept of poverty, so as to include, inter alia, education 
needs. The World Bank (1994a, p. 9) also recognised, "Poverty is not only a 
problem of low incomes; rather, it is a multi-dimensional problem that 
includes low access to opportunities for developing human capital and to 
education..." The World Summit for Social Development (1995) also opted for 
a broader definition of poverty and correspondingly for a broader integrated 
strategy for its eradication (see also Dréze and Sen, 1989). As UNDP (1996, p. 


27) commented, " ‘income poverty’ is only a part of the picture. Just as human 
development encompasses aspects of life much broader than income, so 
poverty should be seen as having many dimensions" and accordingly 
developed the concept of ‘human poverty’. It observed, “human poverty is 
more than income poverty; it is a denial of choices and opportunities for 
living a tolerable life" (UNDP, 1997, p. 2). In this sense, denial of human 
rights itself constitutes poverty, and accordingly a rights-based approach to 
poverty eradication is being increasingly argued (see e.g., Speth, 1998). 
Accordingly poverty is seen as deprivation of opportunities that enhance 
human capabilities to lead a tolerable life. Education is one such important 
opportunity, deprivation of which in itself represents poverty -- poverty of 
education or ‘education poverty’. In this sense, educational deprivation or 
poverty of education becomes an integral part of human poverty. 


However, education poverty is discussed in the name of deprivation, 
exclusion etc., only in terms of illiteracy and primary education.!_ While those 


1 E.g., Sharma (2004) refers to gross enrolment ratio in primary and upper primary 
education as non-income indicators of poverty (along with infant mortality rate). 
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who are deprived of literacy and primary education constitute educationally 
the poorest, those who have just literacy or just primary education cannot be 
considered as ‘non-poor.’ Literacy and primary education impart abilities to 
read and write; but they are sufficient for people neither to speak and write 
with any comprehension, and understand serious writings and to get 
intelligently involved in any serious discussion on any matter, nor to lead any 
economically dignified life as mere literacy and primary education are not 
much valued in the labour market. Secondly, internationally and more 
particularly nationally in India and in a several other countries, elementary 
education of eight years duration, that includes primary ad upper primary 
(middle) levels of education, is recognised as minimum need. So people who 
do not have at lest elementary education can be considered as living below 
the educational poverty line, or simply as educationally poor, though a 
somewhat satisfactory poverty line an be drawn somewhere at the end of the 
secondary /senior school cycle of education. 


Rducation poverty and income poverty are also closely related. 
Poverty of education is a principal factor responsible for income poverty; and 
income poverty does not allow the people to overcome poverly of education. 
Income poverty forces children to be out of school for various reasons, and 
thus they are denied the opportunity of participating in schooling. Thus the 
relationship between income poverty and education poverty is mutually 
reinforcing. 


Figure 1: Inter-Relationship belween Education Poverty and Income Poverty 
Education Poverty Income Poverty 


od 


Source: Tilak (2002c). 


This mutually reinforcing relationship is also true both at macro level and also 
at household levels -- including at the individual, the family, the community, 
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the region and the wider nation-society levels. At the micro level, illiterate 
and less educated. individuals or households are less productive, join less 
paying occupations, thus earn less, and remain at very low levels of living, 
mostly below poverty. At macro level also, nations with illiterate and less 
educated masses cannot progress, increase their output substantially, and as a 
result remain at low standards of living. Income poverty of the households 
does not allow them to make adequate investments in education; and low or 
zero levels of investment in education accentuate their income poverty. The 
most effective way of breaking this relationship is to begin ‘educational 
reconstruction’ (Education Commission, 1966). 


It is now widely realised that investment in human capital is one of the 
important keys to break this cycle, to reduce income poverty — both absolute 
poverty and relative poverty, in addition to, of course, eliminating poverty of 
education. This was recognised long ago by many. For example, Alfred 
Marshall (1920, pp. 138-39) stated: "Knowledge is our most powerful engine 
of production; it enables us to subdue Nature and force her to satisfy our 
wants..." In India Mokshagundam Visvesvarayya (1931) highlighted as long 
as in 1931 the pivotal role of education in economic welfare of the country and 
cautioned: "the economic future of India is placed in grave peril by the slow 
progress which mass education is making..." While there is a long tradition of 
economics that recognised the value of education in development (see Blaug, 
1975), the importance of education in the well being of the nations is clearly 
recognised since the ‘human investment revolution in economic thought’, 
initiated by Theodore Schultz (1961). Schultz has not only demonstrated that 
education is an investment leading to human capital formation, but also 
emphasised and proved empirically that education and research would lead 
to ‘increasing returns’ even in agriculture, where all traditional thought has 
suggested that ‘diminishing returns’ must obtain in the area of agriculture. In 
the twenties of the last century, Perrro Sraffa and Allvyn Young also 
emphasised that ‘diminishing returns’ is not inevitable, and that ‘increasing 
returns’ are possible, indeed are likely as a result of education, training, 
research and new production methods. The externalities, including dynamic 
externalities of education that cause increasing returns are again emphasised 
recently by Romer (1986) and Lucas (1988) among others. In India Rao (1964; 
see also 1970) and the Education Commission (1966) are first of its kind that 
had emphasised the links between education and development. Though the 
earlier research in India and abroad concentrated more on the role of 
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education in economic growth, the impact of education on poverty and well 
being of the masses was also clearly recognised and of late this began 


receiving more serious attention in the wider framework of human 
development. 


Available research in the last couple of decades (e.g., Fields, 1980a, 
1980b; Tilak, 1986, 1989a, 1994) clearly shows that education and poverty are 
inversely related: the higher the level of education of the population, the 
lower would be the proportion of poor people in the total population, as 
education imparts knowledge and skills that are associated with higher 


wages. A strong linear relationship between education and earnings is 
envisaged, as shown in Figure 2. 


Figure 2: Relationship Between Education and Earnings 
in the Human Capital Framework 


Skills and 
Employment Productivity 
—— 


Social, Cultural, Occupational and Other Factors 


Source: Tilak (2002c) 


Economics of Education is abundant with studies that firmly established the 
correlation between education and earnings — earnings rising with increase in 
education levels, not rarely but almost universally and quite steeply and 
systematically, in case of general population and also of sub-groups of 
population — males, females, rural, urban, socially backward sections, ete. As 
Blaug (1972) noted, the universality of this relationship is well recognised 
beyond doubt (see Psacharopoulos and Tilak, 1992). 


In addition to this direct effect of education, the effect of education on 
poverty could be indirect through its fulfillment of basic needs like better 
utilisation of health facilities, shelter, water and sanitation, and its effects on 
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behaviour of women on decisions relating to fertility, family welfare and 
health etc., (Noor, 1980; Cochrane, 1988; Jeffery and Basu, 1996) which in turn 
enhance the productivity of the people and yield higher wages, taking them 
above the poverty line. 


Figure 3: Education as a Critical Factor in the Basic Needs Framework 


| For Societu: Raises Abilitu to Provide More Services 


_ For Individuals: Raises Consumvtion 


Food & 
Nutrition 

Water & 
Sanitation 


EDUCATION 


. For Individuals: Influences Learning Ability and Stimulates Desire for Increased Knowledge 


For Society: Raises Demand for Complex Skills necessary Beyond Individual Needs 


Source: Noor (1980) 


The relationship between poverty and education is further strengthened, as 
education and other basic needs reinforce each other (Noor, 1980; Tilak, 
1989b; Uneseco-PROAP, 1998). In fact, education is recognised as an important 
basic need fulfillment of which helps in the fulfillment of others. 


Poor households and nations are also characterised by high mortality 
rates, poor health conditions, etc. The role of education in reducing relative 
income inequalities is also found significant. It is also noted that, thanks to 
education, especially of women, a society could move out of poverty traps 
and progress into prosperity. It has also been observed historically that 
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education helps to broaden the base of understanding among people, and 
thereby helps to strengthen the democratic process, which in turn could pave 
the way to the promotion of sustainable development, through a better 
understanding of the intimate relationships between environment, ecology 
and sustainable development. Thus by strengthening democratic forces, 
education would help in promoting sustainable human development, making 
rapid social progress, including abolition or containment of the elite's 
discretionary power (see Cohen, 1998, p. 15). 


Micro level investigations have highlighted the role of education in 
reducing poverty. The incidence of poverty is the largest among the illiterate 
households, and it declines consistently by increasing levels of education in 
developing countries (Tilak, 1994). For example, nearly all of the poor in 
Pakistan were illiterate; and in Thailand, almost 99 per cent of the poor had 
no education or less than middle/secondary education (Fields, 1980a, pp. 158- 
60). Poverty was found varying inversely with education and training and 
household income in India (Harris, Kannan and Rodgers, 1990, p. 102). In 
short, poverty is predominant among the illiterates and it is almost a non- 
existent phenomenon among the higher educated households. As Galbraith 
(1994) observed, there is "no well educated literate population that is poor, 
[and] there is no illiterate population that is other than poor." Education and 
incidence of income poverty are inversely related. 


Thus, education is rightly regarded an important component of anti- 
poverty programmes in many developing countries. However, within 
education, the focus has been on primary education, including non-formal 
education and adult educalion (c.g., Coombs and Ahmed, 1974). Most of the 
available analytical research (e.g., Noor, 1980; World Bank, 1993; Barro, 1991) 
seemed to have concentrated on analysing the positive effects of literacy and 
primary education, and peripherally of secondary education (e.g., Barro and 
Salai-i-Martin, 1995; Lucas, 1988, Mankiw et al 1992; Barro and Lee 1993) on 
poverty and other aspects of social and human development like infant 
mortality, life expectancy, etc., and firmly concluded that literacy and primary 
education have significant effects on poverty reduction. Accordingly, the 
development efforts of the national governments, non-governmental 
organizations, and even international development community including the 
United Nations,- UNESCO, UNDP, and UNICEF and _ bilateral aid 
organisations are also confined in the area of education to primary education 
as an instrument of poverty alleviation. For example, the Millennium 
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Development Goals of the United Nations that aim at poverty alleviation or 
the Poverty Reduction Strategy Papers, recommended by the World Bank 
refer to only primary education, and education of girls. Neither the 
researchers nor the policy makers have turned their attention to secondary or 
higher education in this regard. Very rarely the relationship between higher 
education and development, or even secondary education and development 
is analysed in detail and is well recognised. In stead, it is widely held that 
secondary and higher education is less poverty alleviating, and is not 
important for social development, income distribution, equity and 
development. It is only now, as King (2005) observers, some international 
organisations begin to turn their attention to post-basic education, realizing 
the connections between primary, secondary, higher education and 
development, and that goals relating to universal primary education or the 
Millennium Development Goals on poverty reduction cannot be reached by 
only targeting universal primary education.’ It is however, not certain how 
influential these reports would be on future thinking on the relationship 
between’post secondary education and development and on national and 
international policies on education development. After all, two such recent 
reports (Task Force on Higher Education and Society, 2000; World Bank, 
2002a) or a major international event held by the UNESCO (1998) did not lead 
to any significant rethinking on the part of the international development 
community on the role of higher education in development. 


Those few researchers who analysed the relationship between post 
primary education and development, did, however, find significant impact of 
education on growth (¢.g., Benhabib and Spiegel, 1994; Petrakis and 
Stamatakis, 2002). After all, while primary education gives the basic three r’s, 
rarely does it provide skills necessary for employment — self employment or 
otherwise that can erisure some wages and economic living. More over, most 
of the literacy and primary education programmes are also found to be not 
imparting literacy that is sustainable, so that children do not relapse into 
illiteracy. Secondly, primary and even elementary education is rarely treated 
as a terminal level of education. Thirdly, even if primary education imparts 
some valuable attributes, in terms of attitudes and skills and if primary 
education is able to take the people from below the poverty line to above the 


2 King (1995) essentially reviews three major international reports, viz., Commission 
for Africa (2005), UN Millennium Project (2005) and World Bank (2005: forthcoming), and 
also Sachs (2005). 
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poverty line, it is possible that this could be just above the poverty line, but not 
much above; and more importantly the danger of their falling below poverty 
line at any time could be high. On the other hand, it is secondary and higher 
education that consolidates the gains received from primary education; it is 
secondary and higher education that provides skills that could be useful in 
the labour market; it is secondary and higher education that can keep the 
people above poverty line without such a danger of falling back into poverty 
trap -- educational poverty or income poverty, and in fact, it is secondary and 
higher education that can take people to much above poverty line, by 
increasing the social, occupational and economic levels of the households. In 
all, this is secondary and higher education that forms a ‘human capability’ 
and ‘human freedom’ that Sen (1999) champions, a freedom that helps in 
attaining other ‘freedoms’. 


With this in background, the present paper aims at an examination of 
the relationship between post-elementary education and development, 
particularly poverty and other aspects of social and human development in 
India. It discusses an expanded concept of poverty that includes human 
poverty, more specifically education poverty, reviews the available evidence 
on the role of education more specifically that of post elementary education in 
development, provides some further fresh evidence on the same, and offers a 
short comment on education policy environment. The following section 
presents a brief idea of the problem of poverty and development in India, and 
the progress made in reduction in poverty. The section also lists some af the 
programmes launched by the Government of India for the reduction in 
poverty. It may be interesting to note that while primary education is an 
important component of the revised minimum needs programme of the 
government, primary or other levels of education do not figure explicitly 
anywhere in the anti-poverty programmes of the government. Section 3 
reviews the education development in India, as it evolved over the last five 
decades after independence. Even after five decades of planning, one-third of 
the population are illiterate; elementary education is far from universal; 
vocational and technical education did not progress much, and higher 
education is also accessible to small fraction of the eligible youth of the 
country. Reviewing the literature, the contribution of education to increase 
in earnings and economic growth in India is briefly highlighted in section 4. 
Based on some of the recent research evidence on Asian region, section 5 
provides further evidence on the contribution of higher education to 
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economic growth, technological change, and to improvement in social 
development indicators. Based on inter-state data, an analysis of the 
contribution “of post-elementary education to poverty ‘reduction and 
improvement in related dimensions of development such as infant mortality 
rate, and life expectancy is attempted in section 6. Despite the significant and 
significantly potential contribution of post elementary education to economic 
growth and reduction in poverty, education policy has been biased against 
secondary and higher education. This is highlighted in section 7. The 
concluding section provides a brief summary of the paper along with a few 
concluding observations. 


_. It may be mentioned that the paper has a limited specific purpose. It 
does not aim at presenting an exhaustive account of education development 
and of education policies in India; nor does it analyse the relationship 
between education and ‘various facets of development in any comprehensive 
way. Education does contribute significantly to economic, social, cultural, 
political and other aspects of development; but only some aspects of 
development are*considered here. It is only’an attempt to present some 
evidence to argue that it is not only literacy and’ primary education, but also 
secondary and higher education have important contribution to economic 
growth and developnient. It is possible that the later is-mdre significant. 
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2. Poverty and its Reduction in India 


Poverty eradication has been a key objective of India’s development 
strategy. Both economic growth and the specific target of poverty eradication 
have been tied together as major development tools (Gupta, 1995). ‘Growth 
with social justice’ has been the main strategy of development since the 
beginning of the 1970s, though in recent years the relative focus tends to shift 
in favour of growth. ‘Balancing of economic growth and social development’ 
has been a difficult challenge. Along with strategies for growth a large 
number of poverty alleviation programmes have been launched, some of 
which originated in the 1960s. 


As discussed earlier, poverty is a multi-dimensional concept and the 
most popular indictor of poverty is percentage of population living below 
poverty line. The poverty line defined as a minimum per capita consumption 
expenditure which could satisfy the basic calories needs of the individuals. 
So poverty is defined in term s of consumption expenditure. Following the 
pioneering works of Dandekar and Rath (1971), poverty is estimated using the 
rich household level data provided regularly by the National Sample Survey, 
by the Government of India accordingly using a head count ratio method, 
taking into the prices and the expenditure required to purchase the basket of 
goods that yields the minimum calories required. The basket includes food, 
fuel and light, housing, clothing and footwear, and miscellaneous items (see 
Sharma, 2004). 


“Table 1: Poverty Line in India 
(Rs per capita per month) 


Rural Urban 
1973-74 49.63 56.76 

205.84 281.35 
1999-2000 327.56 454.11 


89.50 115.65 
| 


Source: National Human Development Report 2001 


The poverty line is also continuously estimated and updated separately for 
rural and urban areas. Currently a minimum level of calories required is 
estimated as 2400 and 2100 per person per day in rural and urban areas 
respectively and the minimum level of consumption expenditure required at 
the national level is Rs.328 per head per month in rural areas and Rs.454 in 
urban areas. The estimates obviously differ for different states, as they are 
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based on the value of money in the different states. 

India: has made significant progress-in reduction in poverty over the 
years. Pereentage of population below the poverty line has declined from: 55 
per cent in 1970-71 to 26 per cent by 1999-2000, the latest year for which 
poverty estimates are/available, as shown in Figure 4. 


Figure 4 


Progress in Poverty in India (%) 


But still 260 million people are estimated to be living below the poverty line — 
193 million in rural areas and 67 million in urban areas some of whom may be 
living under ‘chronic poverty’ in 1999-2000, as shown in Table 2. During the 
30 year period, ie., between 1971 and 1999-2000, in absolute numbers the 
number of people below poverty could be reduced by a meagre 40million. 
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Increase in population has been a big hindrance to several development 
efforts, including to the poverty alleviation programmes. It is important to 
note, according to these official estimates, that a substantial decline in the 
number of poor has happened only between 1993-94 and 1999-2000. 


Table 3: Poverty (% of People Living Below Poverty Line) in India, by States 
1983 1993-94 | ~~ 1999-00 _ 
Rural | Urban | Total | Rural | Urban | Total 
28.91| 15.92 | 38.33 | 22.19| 11.05 | 26.63 | 15.77 
42.60 40.88 | 45.01 39.35 | 40.04 | 7.47 | 33.47 
40.86 


State 


54.96 | 44.30 | 32.91 | 42.60 
14.92 | 1.35 7.52 | 4.40 
29.80 15.59 | 14.07 


20.56 


Tamil Nadu 
Tripura 


Uttar Pradesh 49.82 

West Bengal 63.05 | 32.32 

Andaman & Nicobar Is. | 53.99 | 46.96 

Chandigarh 23.79 | 23.79 11,35] {5.75 5.75 | 5.75 
Dadra & Nagar _ * 
Haveli 14.81 | 27.00 | 15.67] 51.95 | 39.93 | 50.84] 17.57 | 13.52 | 17.14 
Delhi 7.66 | 27.89 | 26.22} 1.90 | 16.03 | 1469] 0.40 9.42 | 8.23 
Lakshadweep 39.03 | 45.68 | 42.36] 25.76 | 24.55 | 25.04] 9.38 | 20.27 | 15.60 
Pondicherry 53.99 | 46.96 | 50.06] 32.48 | 39.77 | 37.40| 20.55 | 22.11 | 21.67 
All-India 45.65 | 40.79 | 44.48| 37.27 | 32.36 | 35.97] 27.09 | 23.62 | 26.10 


Source: National Human Development Report 2001 
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Neither the progress, not the current level of poverty is uniform across all the 
states in India. The inter-state differences are large in the poverty ratio, as the 
figures in Table 3 show. _ Among the major states, Punjab, Jammu and 
Kashmir, Delhi, Himachal Pradesh and Goa are much better off with the 
poverty ratio being in single digit than the rest of the country. There are wide 
variations between several states in the progress made in reducing poverty as 
well. For example, in Orissa, Bihar, West Bengal and Tamil Nadu the poverty 
ratio used to be above 50 per cent of the total population were poor in 1983; 
West Bengal and Tamil Nadu could reduce the ratio by about half by 1999- 
2000; while the ratio is still high, above 40 per cent in Bihar and Orissa. Rural 
Orissa is the poorest in the country. 


Government has laid emphasis on employment generation as an 
important instrument of poverty alleviation and it has adopted a package of 
anti-poverty programmes, that include provision of basic minimum needs, 
provision of opportunities (skill and training) for self employment..and 
employment in public and private sectors, specifically in rural areas through 
launching of road construction programmes, and similar other programmes 
particularly aiming at the welfare of the poorest of the poor. Employment 
guarantee scheme is one such programme that is being planned at the 
national level. Some programmes also aim at helping the poor in forming self 
help groups. Some programmes aim at provision of free housing facilities, 
and provision of food (grains) for work.s Some of the programmes that have 
been in operation and are continued during the tenth five year plan are.as 


‘ ae 


e Integrated rural development programmes that includes provision of 
subsidy and bank credit for productive employment opportunities 


e Training rural youth for self employment (TRYSEM) 

e Development of Women and Children in Rural Areas (DWACRA) 
¢ Supply of Improved Toolkits to Rural Artisans 

e Drought Prone Area Programme 

e Self employment and Wage employment programmes 


e Creation of Rural Infrastructure (roads, etc.,) for employment 
generation 


e Employment assurance schemes, 


2 See Jain (1995) for a general review of many of these programmes on poverty 
alleviation and employment generation. 
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e Social Security programmes — national social assistance programme — 
that include old age pension scheme, family and maternity benefit 
schemes, food and nutrition security, public distribution system etc 


e Land reforms 


Some programmes are targeted at women, socially disadvantaged groups 
2, scheduled tribes and other special groups, and some are universal 
a programmes without any specific targeting. 


In addition, the government of India had also launched a programme 
of provision of revised minimum needs since the fifth five year plan, some 
6 components of which are overlapping with the anti-poverty programmes.. 
re They include provision of safe drinking water, primary health care, primary 
education, public housing assistance, provision of midday meals, connectivity 


ay 
” to all unconnected villages and habitations, public distribution system, etc. 
e Village development programmes launched in the ninth five year plan period 
re include six important components, viz., primary health, primary education, 
r rural shelter, rural drinking water and nutrition, and rural electrification. 
- During the ninth plan period, special programmes to ameliorate the 
LS) conditions of the urban slum dwellers living below poverty line were also 
| g P 
' i launched. 
» - 
8 Table 4: India: Human Development Indicators, 2002 
| @ Population (million) 1049.5 
@ 
| Combined Gross Enrolment Ratio (Primary, 
% 55 
GDP per capita (PPP $) 2670 
& Human Poverty Index 31.4 
cS % Population below Poverty Line 
< US$1 34.7 
@ < US$ 2 79.9 
<_ National Poverty Line 28.6 
1 Human Development Index 0.595 
Human Development Index Rank 127 
Gender Development Index 0.572 
Gender Development Index Rank 103 | 


Source: Human Development Report 2004. 


A review of these programmes is not an objective of this paper. But to 
conclude, despite some of these programmes, nearly one-fourth of the 
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population is below the poverty line and the country ranks very poorly in 
terms of human development index. It ranks 127th among the 177 countries in 
2004 (UNDP. 2004). Infant mortality rate is quite high 64 per thousand infants 
born (2002); and the life expectancy is estimated to be only 64 years (2001-06). 
In terms of economic growth also, it does not rank high; its GDP per capita 
(PPP) is US$ 2670 in 2002, though the rate of growth of the economy is 


improving to be around.6-8 per cent. Some of the key human development 
indicators are given in Table 4, 


Though in the minimum needs programme, primary education figures 
as an important programme, it must be noted that education is not planned 
and provided explicitly as an important strategy of reducing poverty. 
Secondary and higher education rarely figures in these programmes aimed at 
attacking poverty. Nevertheless, one can find a strong relationship between 
education and poverty and more importantly, the positive effect of education 


on reduction in poverty and improvement in economic growth, as we discuss 
later. 
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3. Education Development in India 


The role of education in development has been recognised ever since the 
days of Plato. Education, Plato believed, is indispensable to the economic health 
of a good society, for education makes citizens ‘reasonable men’. Since 
education has high economic value, Plato argued that a considerable part of the 
community's wealth must be invested in education. Major contribution to the 
discussion on the relationship between education and economic growth was 
made first by Adam Smith, followed by a long honourable tradition of classical 


_ and neo-classical economists until Alfred Marshall (1890) who emphasised that 


“the most valuable of all capital is that invested in human beings". However, "in 
line with the biased postwar approach it was largely forgotten" (Myrdal, 1968, p. 
167), and no systematic study on the contribution of education to economic 
growth could be found in the literature, until Schultz's (1961) Presidential 
Address to the American Economic Association in 1960, which created what is 
later aptly described as “human investment revolution in economic thought" 
(Bowman, 1966). Schultz's pioneering research followed by a mammoth growth 
of research in the area of Economics of Education, and the untiring research has 
clearly established that education is not merely a consumption activity, but for 
the most part an investment. It leads to the formation of human capital, 
comparable to physical capital, making a significant contribution to economic 
growth. 


Synchronising with the human investment revolution in economic 
thought, many countries around the world, and more particularly the newly 
independent developing countries expanded their educational systems and 
made heavy investments in education. The rates of growth of educational 
systems in many countries exceed the rates of economic growth. This is not 
surprising, as “during the pracess of economic modernisation the rate of 
increase in human capital is higher than that of reproducible physical capital” 
(Schultz, 1986, p. 5). India stands as an outstanding classic example of massive 
expansion of educational systems among the third world countries. In the post- 
independent India, particularly since the inception of the plan era (since 1951), 
an educational explosion has taken place,.which may be described as an 
"educational miracle". The ‘miracle’ is particularly important when one 
examines in the context of the colonial legacy. 


When the planning process was initiated in the independent India there 


was a huge legacy of colonial educational system. Mass education, comprising 
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of universal primary and upper primary education and adult education, was 
never a priority in the colonial educational policy, nor was of course secondary 
and higher education. The colonial rule transformed an ‘intermediate’ literate 
society into a predominantly illiterate society (Basu, 1982); ‘the beautiful tree’ 
(Dharampal, 1983) was uprooted; and the needs and prejudices of the colonial 
powers determined the basic structure, the shape and the ethos of the Indian 
educational system. Educational policy in India was clearly subservient to 
imperial economic policy. The colonial dependent economic relationships 
between Britain and India shaped the educational policies in British India. The 
policy of making India a raw material appendage and a market for British 
manufactured goods ruined the indigenous educational system with its great 
chronological depth. 


As a result, India had to start, after independence, almost at scratch, and 
has made. significant progress during the post-independence period. The 
Government of India has. recognised, the pivotal role of education in 
development. The Constitution of independent India (1951) had resolved to 
provide elementary education free to every one. It stated: 


the State shall endeavour to provide, within a period of ten years from the 

commencement of this Constitution, for free and compulsory education for all 

children until they complete the age of fourteen years. (Article 45). 

The government has accorded special importance to education not only 
in the country's Constitution but also in the five year plans. From the very 
first five year plan oriwards, it was attempted to make education an integral 
part of development planning. Plan after'plan incorporated a chapter each on 
education and science and technology, and highlighted their relationship with 
economic development. For example, the second five year plan (1951-56) 
stated, 


"Economic development naturally makes growing demands on human resources 
and in a democratic set-up it calls for values and attitudes in the building up of 
which the quality of education is an important element" (Planning 
Commission, 1956, p. 500). 


The third five year plan (1961-66) recognised more emphatically the versatile 
contribution of education to social and economic development: 


"Education is the most important single factor in achieving rapid economic 
development and technological progress ... in all branches of national life 
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education becomes the focal point of planned development" (Planning 
Commission, 1961, p. 573). 


It is, however, the Education Commission (1966) that stressed the relationship 
between education and national development clearly. Following this, the draft 
outline of the Fourth five year plan (1969-74) noted: 


“Education as an investment in human resources plays an important role among 
the factors which contribute to economic growth. It secures returns in the form 
of skilled manpower geared to the needs of development ... both for accelerating 
economic development and for improving the quality of the society ...” 
(Planning Commission, 1969). 


The fifth five year plan (1975-80) recognised education as "a key factor in 
production" (Planning Commission, 1974, p. 191). The subsequent plans and 
the policy statements (e.g., National Policy on Education 1968 and 1986 and revised 
1992) laid special emphasis on the role of education as an important means of 
development, viewing education as a "crucial area of investment for national 
development and survival" (Government of India, 1986, p. 29). Elementary 
education is also an important component of National Minimum Needs 
Programme of the Five Year Plans. The Five Year Plans and the Annual Plans of 
the Government of India and of various states periodically spell out their 
strategies towards fulfilling the educational aspirations of the people. They laid 
stress on the promotion of education in the country. Specifically, they stressed 
the need for eradicating illiteracy altogether and to provide universal 
elementary education to all in the shortest possible time. They also laid special 
emphasis on vocational and technical education at secondary level and on 
improvement of quality and relevance in higher education. Equity in education 
by gender, caste and socioeconomic groups and reduction n regional disparities 
in education development have been some of the important objectives of 
educational planning in India. The policy goals remained the same over the 
years, though some of the strategies adopted in the earlier decades and 
currently are different, and the target dates of achievement of the goals have 
been changed. 


The several committees and commissions constituted during the post 
independence period on education development have laid stress on the need for 
expansion of education. The Kothari Commission (1964-66) has highlighted the 
strong links between education and development. With the 42°¢ amendment to 
the Constitution in 1976, education, which was largely a state responsibility, was 
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brought into the ‘concurrent list,’ making a responsibility of both the union and 
the state governments. The 734 and the 74th amendments to the Constitution 
had placed greater role on local bodies on the development of education, among 
others. Elementary education has been made a fundamental right with the 86" 
amendment to the Constitution in 2002. Several foreign aided projects are 
launched in primary education since the mid-1990s. Some of these efforts, 
including decentralization, specifically aimed at not only improving education 
situation, but also targeted at reducing poverty and empowerment of the poor. 


Table 5 : Growth of Education in India 


Secondary Higher 
IY Pri U 
ear rimary Mei di Sa University} Colleges 


ee a 

578 
1,819 
1980-81 494,508 6,943 
5,748 


10,152 
11,146 


ws 
th 
Ni 
N 


9.74 
117.38 


Source: Selected Educational Statistics 2001-2002; Annual Report, UGC 2001-02 for 
enrolment and teachers in higher education. 


As a result of the policies and strategies adopted during the post- 
independence period, the education system in India got deepened and 
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widened as well.4 


Today the education edifice in India is one of the largest ones in the 
world, with a network of more than one million institutions with 250 million 
students enrolled at various levels in 2002-03. The number of students in 
India outnumbers the total population of united Germany, England and 
Canada taken together. Nearly six million teachers are there in the schools 
and higher education institutions. According to the 2001 census, the effective 
literacy (of the age-group 7+) rate was 65 percent. 


Such an expansion was inevitable, as the educational facilities available 
in the pre-independence period were very insignificant. Independence has 
created an unquenching thirst for knowledge resulting in an abnormal rise in 
social demand for education. 


Secondly, building up a new socio-economic system after the end of 
the colonial rule required large scale manpower with varied skills, and so the 
government could not but expand education structure vertically. Public 
policy towards equality in education and recognition of education as having a 
significant effect on reduction in poverty and improvement in income 
distribution led to the expansion of education horizontally. The rise in the 
individual earnings crealed further growth in demand for education. All this 
led to a massive expansion of the system. The progress is not only in 
quantitative terms, bul is also visible with respect tv quality and equity aspects. 


Despite huge expansion of the system, the progress achieved has not 
been satisfactory, whether it is with respect to literacy, or elementary education, 
or secondary or higher education, and whcther it is with respect to quantity, 
quality or equity. Paradoxically along with the remarkable educational 
expansion, one finds a long array of modest goals yet unaccomplished. 


Elementary Education 


There has been a spectacular growth in elementary education in India 
during the post-independence period. Enrolments in elementary education 
have increased by seven times from 22.3 million in 1950-51 to 170 million in 
2002-03. Official estimates on gross enrolment ratios have increased, from 42.6 
per cent in primary and 12.9 per cent in upper primary education in 1950-51 to. 


4 See Tilak (1996b) for a detailed account of the achievements and failures of the Indian 


education system during the post-independence period. 
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96 per cent in case of primary education and 56 per cent in case of upper 
primary education by 2002-03, both of which together constitute the 
Constitutional goal of universal elementary education. The. overall gross 
enrolment ratio in.elementary education was 81 per cent in 2002-03. The net 
enrolment ration is estimated to be a little less than this. All this may represent 
a very significant growth in elementary education. But elementary education is 
also associated with very serious problems of high rates of dropout, high pupil- 
teacher ratio, poor quality of education, and low levels of student achievement. 
In sum, universalisation of elementary education, a goal set by the Constitution 
to be achieved within a ten-year frame after the Constitution was framed, still 
eludes. 


Secondary and Higher Education 


Secondary and higher education also experienced impressive 
quantitative growth: enrolments in secondary (including senior secondary) 
education have increased from 1.5 million in 1950-51 to 33 million in 2002-03. 
There were in 2002-03, 137 thousand secondary/senior secondary schools with 
about 1.8 million teachers. But despite seemingly impressive growth in 
enrolments, the size of enrolment is not proportionate to the population. For 
instance, only 35 per cent of the children of the age-group 14-17, according to 
official estimates, are enrolled in’secondary education in 2002-03, compared to 
above 90 percent in developed countries and 40-50 per cent in several 
developing counties. Inequalities by gender, caste and economic groups are 
high. Secondary education rarely serves as a meaningful effective terminal level 
of education. 


The most significant setback in secondary education refers to the growth 
of vocational and technical education at snail's pace, though development of 
technical education as it relates to industrial development has been one of the 
foremost long term national tasks of development in India, as proposed by the 
Radhakrishnan Commission (1948) and the Mudaliar Commission (1952) 
immediately after independence; and though the government desired to offer 
vocational and technical education to 10 per cent of the students in higher 
secondary education by 1990 and to 25 per cent by 1995. But vocational 
education has not received any serious attention of anyone, partly because of 
the need for heavy investments on the one hand, and lack of sufficient demand 
for such education on the other. Vocational education particularly in secondary 
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schools did not really take-off, as it was planned to be of second rate one, meant 
for the poor and as a terminal one having inter-connectivity neither with higher 
education nor with industrial or agricultural sector. It was also viewed as a 
strategy to reduce demand for higher education. But it has served no purpose, 
as it did not take-off at all. It did not take off, partly because adequate 
investments are not made. Vocational education is costly, costlier than general 
secondary education. Employment opportunities have not been particularly 
better for vocational school graduates and as a result, economic rates to return to 
vocational education were generally less than those to secondary general 
education (see Tilak, 1988a). This would explain lack of sufficient demand for 
vocational education. However, in recent years, a number of vocational courses 
have been introduced in the undergraduate level in the colleges. Secondly, 
some kind of connectivity of vocational school education with post secondary 
education is also enabled, giving a chance to the vocational school graduates to 
go for higher education. Yet formal vocational school system has not grown 
much. But vocational and technical skill training is also offered in 
postsecondary institutions like industrial technical institutes and polytechnics. 
While they offer job-relevant skills, they are also considered as second best 
choice for many. 


Higher education in India has expanded very fast during the post- 
independence period, though in the recent past, the relalive growth rales have 
fallen. India has an elaborate network of higher education institutions — nearly 
300 universities (and equivalent institutions) and 13,000 colleges offering first 
degree and post graduate courses to more than 9 million students. At the time 
of inception of planning in the country, ie., in 1950-51 there were only 0.2 
million students in higher education enrolled in 27 universities and less than 600 
colleges. During the second to the sixth five year plan period higher education 
has grown reasonably well with increasing attention being paid to higher 
education, and rising allocations of public resources being made available. But 
from the seventh Five Year Plan onwards higher education was given a poor 
treatment. This resulted in erratic growth of higher education, affecting the 
quality, relevance and excellence in higher education. Inequalities in access to 
higher education by gender, by caste and religion are high. Inter-institutional 
variations in quality of higher education are also striking, some institutions 
being comparable to the best in the world, and many suffering from serious 
erosion in every respect. 
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On the’whole, in higher education, a sector characterised by rapid rate of 
growth in numbers, 8-9 per cent of the relevant age group population are 
enrolled, a proportion which is much less than the corresponding proportion in 
other developed and developing countries.5 Secondly, a large proportion — 
about four-fifths of the enrolments in higher education are at under-graduate 
level. Students in post-graduate and research studies are very few. Thirdly, 
about 40 per cent of the students are enrolled in Arts courses, another one 
fifth each in commerce and sciences (natural and physical sciences). Other 
disciplines account for small proportions. In recent years, however, there has 
been a rapid growth in demand for engineering, management and 
information technology related courses of study. Fourthly, though the 
enrolment ratio is not high, in terms of numbers the output is very large. In 
terms of the scientific and technical manpower, India could become the third 
largest reservoir in the world and could even export its manpower to the 
advanced countries. Compared to the situation that the country inherited 
from colonial rulers about half a century ago, the current situation marks a 
phenomenal expansion of the system. 


India has a huge stock of science and technology manpower, consisting 
of scientists and engineers. But the myth of the third largest stock of scientific 
and technical manpower in the world stands exploded if one carefully examines 
the quality of the manpower and their utilization (Tilak, 1997a). The stock is not 
so huge to match the requirements of the economy. Any standardised 
international comparisons of the stock of science and technology manpower 
would not make ary tall claims tenable. For example, for every one million 
population, there are only about 130 scientists /engineers in India in 1990s, while 
stock of manpower is also made of first graduates (in sciences and engineering). 
Post-graduates are few; and doctorates are fewer. This reflects the ‘quality’ of 
the science and technology manpower India has. The share of the scientific and 
technical manpower in the volume of the educated unemployed is high. 


The massive expansion of higher education has, however, contributed 
to the phenomenon of what can be called democratisation of higher education. 
Presently a large number of students from lower socio-economic strata 


Z For example, the corresponding ratios are above 70 per cent in USA and Canada, more 
than 30 per cent in South Korea and several European countries, and more than 20 per cent in 
several developing countries. About 20 per cent enrolment ratio seemed to be a threshold level 
for any country to become a developed country (Tilak, 1997b). 
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constitute a sizeable proportion in the total enrolments in higher « ducation. 
One-third to 40 per cent of the enrolments in higher education belongs to 
lower socioeconomic strata, compared to the extremely elitist system 
inherited from the colonial rulers. Women students form currently about 40 
per cent of the total enrolments. These are no mean achievements for a 
developing country. These achievements can be attributed, inter alia, to 
policies of affirmative action in the form of reservations in admissions, public 
subsidies and post-metric scholarships for weaker sections, etc. The emerging 
open learning systems, comprising of traditional methods of correspondence 
courses, and also modern methods of distance education also contribute 
significantly to ‘massification’ of higher education, though a high degree of 
inequalities does persist between several states, between various groups of 
populations, and between several institutions of higher education, besides 
different kinds of imbalances between different areas of study. 
Democratisation of higher education can also be expected to have a strong 
positive effect on social mobility and on poverty reduction. 


On the whole, to sum up, the quantitative growth of educational system 
in India is very impressive. But at the same time the progress has been far from 
satisfactory. He gross enrolment ratio in secondary education is around 35 per 
cent and that in higher education less than 9 per cent. 


Figure 5 


Progress in Gross Enrolment Ratio in Secondary and 
Higher Eduacation in India (%) 

SSA f= ASR 2s 2s REN Sag DS 

ndary —i— Higher |). 


1950-51 1960-61 1970-71 1980-8 1990-91 2002-03 


Secondly, inter-state variations are very high in the enrolment ratio both in 
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case of secondary and higher education. For example, the ratio in secondary 
education is 17 per cent in Bihar, while it is about 70 per cent in Himachal 
Pradesh and Pondicherry; similarly in case of higher education the ratio is as 
high as 29 per cent in Chandigarh, but less than five per cent in Jammu and 
Kashmir and Nagaland. 


Table 6: Gross Enrolment Ratio in Secondary and Higher 
Education, 2002-03 
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Source: Selected Education Statistics, 2002-03 
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In sum, the level and pace of development of education is finally 
reflected in the stock of educated population. The educational levels of the 
population are not satisfactory: the distribution of population by educational 
levels is skewed largely in favour of illiterates. According to the NFHS surveys, 
of the total population in India more than one-third are illiterate; 19 per cent 
were just literate with no (or incomplete) formal primary schvoling; and 16.5 per 
cent had completed primary schooling in 1998-99. Less than nine per cent of the 
population had schooling above high school level. In rural India, the higher 
educated population consisted of less than five per cent of the total population. 


Table 7: Distribution of Population by Educational Levels in India, 1998-99 


Literate Higher 
but did Pri High | secondary} Mean 
Category | Illiterate not eed school | complete | Years of 
completed Sgr Schooling 
prima 


Total 
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25.5 21.1 18.4 


Female 48.6 17.1 14.5 8 
1 


13 


Total 36.9 19.2 16.5 


a 
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Source: National Family Health Survey (IIPS, 2000) _ 


Population with above secondary education constitutes barely 16.8 per cent of 
the total in 1998-99. The progress between 1992-93 and 1998-99 is not much 


impressive, as can be noted from Table 8. The figures represent a very small 
increase. 


Table 8: Population with Secondary Education and above 
Year Rural Urban Total 

Female | Total | Male | Female | Total | Male | Female | Total 
7.7\ 10.9 6.1 2.6 4.4 
143) 18.2] 11.2 5.6 8.4 


Source: IIPS (1993, 2000) 
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Table 9 presents the secondary higher education attainment ratios for 
various states in India in 1995-96 and 1999-2000. They are also presented 
separately for rural and urban areas. 


Source: NSSO (1997, 2001) 


Inter-state variations and also rural-urban differences are quite 
marked. While states like Mizoram, Orissa, Arunachal Pradesh, 
Meghalaya, Bihar, Madhya Pradesh, Tripura and West Bengal figure at the 
bottom with less than 15 per cent of their population having secondary 
and above education, the corresponding proportion is the highest in Goa 
with 35 per cent. Punjab and Kerala are also at the top with more than 25 
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per cent of the adult population being educated secondary and above 
level. Rural-urban differences seem to be extremely sharp in several 
states. 


Figure 6 


Population with Secondary and Highe Educatin (%), 
1999-2000 
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We also find very striking differences by economic groups of 
population, in not only enrolment ratios, but also in the stock of 
population with secondary and higher education. As shown in Table 19, 
the ratio at secondary, higher secondary and higher levels of education 
sharply rises with rising levels of household economic status. In fact 
among the poorest quintile group in rural areas there are no post 


graduates at all. 


In short, though the mean years of schooling of population, a summary 
statistic of education development, in India has increased from 1.78 in 1971 to 
2.35 in 1981 (see Tilak, 1994) and from 3.7 years in 1992-93 to 4.4 in 1998-99, itis 
still very low, as in quite a few advanced countries the corresponding figure is 
above ten; and in many other developing and developed countries it is above _ 
five (UNDP, 1992); and the variations in the mean years of schooling is also high 
between rural and urban areas and they are more striking between males and 


34 


TILAK: Post-Elementary Education, Poverty and Development in India 


females. The increase in mean years of schooling has been very small. The 
absolute levels, as well as the improvements in the educational levels of the 
population are much lower than the corresponding figures in many developed 
and even developing countries. 


Table 10: Adult Population (age: 15 and above) with Secondary and Higher 
Education, by Economic Groups, 1995-96 
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All these figures reveal very clearly that the extent of education poverty 
is very high in India, and the education poverty has obvious relation to 
economic poverty. 


Intra-Sectoral Priorities in Education 

The government has not placed equal priority to various levels of 
education. The post-independence period can be divided into four phases 
depending on the relative priorities accorded to various sectors of education: 


phase I: 1951-56 (the first five year plan period), phase II: 1956-69 (the period 
covering the second and the third five year plans, and the annual plans), phase 
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II: the post-1968 Policy period up to 1980, or simply 1969-1986, and phase IV: 
the post-1986 (Policy) period. Phase I witnessed a substantial part, nearly 
three-fifths, of the total plan educational resources, being allotted to elementary 
education, ie., high priority was given to elementary education and a low 
priority to higher and technical education. The first five year plan also focused 
more on agricultural development. Phase II, specifically the second five year 
plan marked the beginning of a substantial increase in the allocation to 
secondary and higher education. It may also be noted that the overall 
developmental priorities also changed with the beginning of the second five- 
year plan. Relative emphasis shifted from development of agricultural sector 
in favor of development of industrial sector. Industrial development requires 
manpower, and secondary and higher education was looked upon for the 
supply of manpower. Accordingly, expenditure on secondary education was 
doubled from 13 per cent of the total allocation to education in the first plan to 
19 per cent and doubling of allocation of higher education from nine to 18 per 
cent. The priority given to secondary education remained more or less at the 
same level until the sixth plan. The share of higher education reached a 
proportion of 24 per cent by 1967-68. Phase III, i.e., period after 1969 showed a 
slight reversal of these trends. The proportion of elementary education showed 
an increasing trend and that of university and technical education showed a 
gradual decline. This may be attributable partly to the Education 
Commission's (1966) concerns, and the National Policy on Education 1968 that. 
laid emphasis on elementary education on the one hand, and partly due, on the 
other hand, to the growth of educated unemployment, the mismatches in the 
labor market, and the resultant social unrest. 1986 marks the beginning of the 
renewed emphasis on elementary education, with the formulation of the 
National Policy on Education (1986), and with the ‘operation blackboard’ and 
similar other programmes launched by the union and state governments.6 The 
allocation to elementary education was stepped up significantly during the 
seventh five-year plan, and the eighth, ninth and the tenth five-year plans 
continued to lay the same emphasis on elementary education. In the ninth plan 
also elementary education was given a high priority. 


Besides the National Policy on Education 1986, international environment, 
particularly the Jomtien conference in 1990, and the Dakar conference in 2001 


6 Mid-1980s is also the period when the World Bank emphasized the reduction in 
poverty s a major goal, and the role of primary education therein. It was followed by the 
Education For All conference at Jomtien in 1990. 
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on Education for All (EFA), and the beginning of the flow of external assistance 
for primary education, also have been responsible for the increase in priority 
for elementary education. 


Table 11: Intra-Sectoral Allocation of Plan Expenditure in Education in the 


Five Year Plans in India 
Rs. in 10 million 
Five Year Plan % of Total 
: Tech-| Grand 

a er i ae ac 
POO SO TO! Gal “oop 
Second 8] SS] aaa] 3.83 
ee >) ET) CC) CE) 
Third [201] 24 t0s|_—87|_— i280] 6.87 
ee NC) |) CC 
AnnualPlans™ | 75| | 53] 77|_—=«B| 322] 4.86 
CST OY a es Goo 
Fourth (| 239] 6] 140] 95] 106] 786] 5.04 _ 
rf OO 8 @5)] G3) Goo, 
Rh 802] 3a), 156] 205107] 912] 3.27 _ 
Tr SséSsSC=«iYS@ SGD] JOO 
Sixth | 883 156 736 580|_ 324i" 2943] 2.70 _| 
i or ea co a) Geo” 
Seventh | 2849) -a70|" 1e29|"-= 1201] ~1083] 8500] 3.50 
rd OD) Ga G2, Goo} 
1734) _376|,1079| _595| 848] 5318, 4.20 | 

Ga A @O Gn Go| Goo, 
ayae{ ia0e| 3496) 1516) 2786] 21217| 450 
eee O°) >) AC) 
77364) 02] 9526) a350| 4778) 3524) 6.20 
een CONES) a) ©) A) CD) 
Con See A? Th Se a 


Note: * Includes pre-school education; ++ approved outlay 

.. Negligible; E: Estimates by the Planning Commission 

Totals may not add up, as To tals include expenditure on other programmes such as 
art & culture, youth services ete. 

** 1965-66 to 1967-68 (three years); + 2002-03 and 2003-04 (two years) 

Source: Five Year Plan(s), Annual Plans(s), Analysis of Annual Plan, Education Sector 
(various years), Economic Survey, and the Report of the NDC Committee on Literacy, 
Planning Commission, New Delhi. 


Five-year plan allocations to secondary education do not show any 
noticeable systematic pattern. The resources allocated to secondary education 
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showed that after an initial jump from 13 per cent to 19 per cent between the 
first and the second five year plans it got relatively stabilized and remained 
around that proportion until the sixth five year plan. In the sixth plan, for the 
first time, the allocation was increased to 25 per cent; but this level could not be 
maintained; it gradually declined to 16 per cent in the eighth five year plan. 


During the first phase, ie., during the first Five Year plan, higher 
education was not given a high priority. But probably realising the importance 
of higher education soon, in the second five-year plan the allocation to higher 
education was doubled from 9 per cent to 18 per cent of the total education 
outlay. But certainly it is during the third phase, ie., during the post-Kothari 
Commission period, higher education received a better treatment, with more 
than 20 per cent of the total outlay allocated to education being given to higher 
education. The Kothari Commission has stressed on the linkages between 
education and development in general and higher education and development 
in particular, when it highlighted the need to produce quality manpower. But 
the fourth phase was the worst period for higher education. The relative share 
of higher education touched an all-time low level of seven per cent in the eighth 
five-year plan. The economic reform polices introduced in the beginning of the 
1990s contributed to inflicting steep cuts on allocations to higher education and 
also effected drastic changes in the perceptions on public financing of higher 
education. As a result, today few hope that even during the tenth five-year 
plan higher education would be allocated any better share of the total 
education outlay. In the recent years there has been a serious neglect of higher 
education. 


To sum up, India has made significant achievements in the 
development of education: Indian education system at all levels was thrown 
open after independence to all -- rich, poor, and middle income classes, men 
and women, rural and urban populations, backward and non-backward 
segments of the population. Social and cultural diversity has also become an 
important strength of Indian higher education. Secondly, as a consequence, 
there has been a veritable explosion in numbers -- student numbers, 
institutions, and teachers. Thirdly, there has been the development of 
institutions of excellence, producing highly specialised human capital. Lastly, 
it could produce the second largest (next only to China) stock of educated and 
skilled manpower in the world, and the third largest reservoir of scientific 
and technical manpower. All this, despite the magnitude of unaccomplished 
tasks and the problems that the education system is associated with, has an 
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effect on economic growth, poverty and income distribution, and on social 
development —life-expectancy, infant.mortality, population growth, human 
development, etc. 
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4. Contribution of Education to Development 


The massive expansion of education in India has a significant 
contribution to economic growth, increasing the quality of labour, the 
productivity of labour force, and thereby increasing individual earnings, 
reducing poverty and correspondingly the national economic growth, besides 
contributing to various other social, cultural and political facets of development. 
In fact, the effects of education on poverty, income distribution, health status, 
demographic changes, etc., are also found to be significantly important. 


Contribution of education to economic development can also be 
measured with the help of production function or even a simple regression 
equation. In one of the earliest attempts to estimate the contribution of 
education to increase in the productivity, quality of the labour force and to 
economic growth in India, the relative contribution of education to increase in 
productivity per person was estimated to be as high as 14.01 per cent during 
1948-49 to 1968-69; and 0.36 per cent of improvement in the quality of labour 
force was attributable to education (Dholakia, 1974). The relative contribution 
of education to the rate of economic growth was 6.79 per cent during the same 
period. In fact, it increased significantly from 5 per cent during 1949-61 to 10.06 
per cent during 1961-69. According to later works, these estimates were found 
to be underestimates. The contribution of education to economic growth in 
India was asserted to be as high as 34.4 per cent (Psacharopoulos, 1973). But 


Loh (1995) using 1971-81 data estimated the corresponding ratio to be 27 per 
cent. 


Tt has been noted very clearly that investment in education in India is 
"economic" (Heyneman, 1980). Individual wage earnings systematically 
increase significantly by increasing levels of education (Blaug et al., 1969; 
Kothari, 1970; Tilak, 1987; Mehta, 1990). This is found to be true both in 
national and micro level surveys and is also true for total and subgroups of 
population. For example, based on a micro level household survey, Tilak (1990) 
reported that while earnings of male workers get nearly doubled if they have 


higher education, compared to secondary education, the same increase by 80 
per cent in case of women. 
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Figure’7 


Education and Earnigns indIndia, 1978 is 


py 
tat 


Secondary 


As the estimates given in Table 12 show, education has a strong, effect on 
individual wages, the effect being higher in case of regular workers, compared 
to causal workers, and the effect increases systematically by increasing levels of 
education, the effect being the highest, in case of those who have higher 
education. There is.a significant jump in the coefficient between secondary and 
higher education, suggesting that secondary education may be a threshold level 
for education to influence the earnings.’ 


Completed Primary School 0426' .04 .0088 | 0.0108* 0.0227*** 


Completed Middle School 0933" | 0.109 
Completed Secondary School d -0.0085 
6 0043 


Source: Vasudeva-Dutta (2004 ? 


Conventionally the contribution of education to economic 
development is analysed in terms of education-earnings relationships and 
more conveniently in the form of rates of return. Rates of return are a 


7 Similarly we also know the relationship between education and unemployment is of 
an inverted U-shape, and the rate of unemployment is maximum at secondary level; and that 
it starts declining only after reaching the peak at secondary/senior secondary level (Tilak, 
1994). 
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summary statistic of the relationship between lifetime earnings and the 
costs of education. The economic returns to education in India are also 
estimated to be reasonably high; they are comparable to rates of return to 
investment in physical capital on the one hand, and to rates of return to 
education in other developing and developed countries of the world, and that 
they are moreover found to be increasing. For example, in almost first of its 
kind in India, Harberger (1965) and Nalla Gounden (1967) estimated following 
rates of return to education in India. The estimates by Harberger (1965) given in 
Table 13 show that both secondary and higher education yield a rate of return at 
least above 10 per cent. 


Table 13: Rates of Return to Education in India, 1961 


eke 
I aa 

Graduate/Post Graduate compared with Prima 

Secondary compared with Primary _ 11.9 10.0 


Graduate /Post Graduate compared with Seconde 16.9 16.3 
Source: Harberger (1965, p. 27) 


According to Blaug, Layard and Woodhall (1969) compared to the social 
rate of return of 20 per cent and 17 per cent in 1961 to primary and secondary 
education respectively, the estimated returns in 1978 were 23 per cent and 18 
per cent respectively, and it was 11 per cent for higher education (Tilak, 1987). 
Despite some of the severe limitations that the estimates on rates of return, 
particularly social rates of return, carry with, these estimates are strongly 
believed to be a good indicator of the economic contribution of higher 
education. . 


Table 14: Averag 


e Private Rate of Return to Education, by Levels (%) 
Regular Wage Workers Casual Wage Workers 
1,32" 
5.31 | 4.27% | 4.64 | -0.05 
Graduate School 9.02"** 


Note: *** significant at 1% level; ** significant at 5% level; * significant a 10% level 
Source: Vasudeva-Dutta (2004?) 


Primary School 
Middle School 


Estimates of rates of return based on earnings function also indicate substantial 
and increasing returns to education (see Tilak, 1994). Private rates of return 
estimated using wage functions by Vasudeva-Dutta (2004?) also show that 
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returns to higher education are high, about ten per cent. Self and Grabowski 
(2004) found significant impact of secondary education on economic growth and 
the relationship is causal and statistical significant when secondary education is 
measured in terms of enrolments or in the form of stock of human capital. 


It should be noted that these returns -are'in-addition. to several kinds of 
externalities associated’ with investment in human. capital. The effect of 
education on agricultural development ‘was’ also found to be quite high (see 
Tilak, 1994). It was also found by earlier researchers (Raza and Ramachandran, 
1989) that the threshold level for education to influence agricultural 
development in rural areas increases from primary to secondary education. 
On the whole, the contribution of education to economic growth in India has 
been significant. While it could not be so precisely quantified, the contribution 
of education to social development was also found to be significant, ie., in 
reducing birth rate, infant mortality rate, and poverty and in improving life 
expectancy, levels of living, and income distribution. 


Vocational/Technical education and training are generally believed to be 
more directly related to labour market needs‘and accordingly to productivity 
and growth. The rates of return to’teehnicaltraining were also estimated: in 
India, though they are confined ‘to a’ few’ specific cases. Chakravarti (1972) 
estimated social rates of return to a two-year training programme (that trained 
unskilled workérs) in a heavy electrical industry,a public sector enterprise, 
which were as high as 48 per cent in‘some cases; but on average were about:six 
per cent. When productivity or job performance was measured by a cardinal 
scale of worker efficiency ratings, workers with on-the-job training were found 
to be highly productive, than those trained in pre-employment vocational 
institutes (Fuller, 1976). A study of six industries in Delhi (Thakur, 1979) also 
confirmed that social rates of return to firm-based training were higher (9.6 per 
cent), compared to training in industrial training institutes (7.8 per cent), though 
both were positive and high. The rates of return to vocational and. technical 
secondary education are found to be less compared to general secondary 
education; nevertheless the former ones are positive and reasonably high. 
Further, returns to technical training provided out of schools, either on the job, 
or in institutes like training institutes are generally attractive (see Tilak, 1988). 


Very few major empirical estimates are available on the quantitative 
effect of specialised human capital on economic development. In a relatively 
recent growth accounting exercise, Mathur (1987) estimated the contribution of 
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‘technological change’ to economic growth in India to be quite significant. Such 
research is relatively abundant particularly referring to agricultural productivity 
in India (see Tilak, 1994). In a very recent study, Malathy and Duraisamy (1993) 
estimated rates of return (using Mincerian earnings function) to scientific and 
technical education in India. The average rates of return based on 1981 census 
survey data, are high and vary between 17.4 per cent (Under-Graduate 
Diploma) and 70.8 per cent (Ph.D. Degree). Similar high rates of return to 
scientific and technical manpower were also reported by Nalla-Gounden 
(1994).8 Though few studies are available on the effect of research and 
development on other aspects of national development, its contribution is well 
noted. 


On the whole, it is generally felt that the returns to investment in human 
capital could be higher, had (a) the quality of education received serious 
attention of educational planners, and (b) educational planning is well 
integrated with economic planning, emphasizing poverty reduction, income 
distribution and economic growth. For example, Behrman and Schneider 
(1992a) argued that India did not reap much gain from investments in human 
capital in terms of economic growth and poverty alleviation, and that there 
might be substantial potential gains to be reaped in the future from India's 
human capital. 


With respect to other aspects of development and the relationship of 
education with them, often the researchers (World Bank, 1997; Dasgupta, 1990: 
Tilak, 1991, 1994; Bhatty, 1998) confined to estimating coefficients of correlation 
between literacy or primary education and the corresponding development 
indicators such as life expectancy, infant morality, fertility, birtn rate, 
population growth, health status etc. The importance of secondary and higher 
education in improving social development indicators has been rarely 
examined? Even with respect to economic development, some important 
research has exclusively focused on primary education (Dreze and Saran, 1993). 


7 While the earnings of the scientific and technical workers are generally high, 
interestingly it is found that the real earnings have declined between 1971 and 1981. See Chopra 
(1994). 


9 Tilak (1991) used percentage of villages with secondary schools as a correlate of life 
infant mortality in India along with other indictors on primary education, literacy ete. 
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5. Higher Education and Development: Recent Research Evidence on Asian 
Countries?° 


The available research evidence on Asian countries shows that the 
general presumption that higher education is not necessary for economic 
growth and development, particularly in developing countries and on the 
other hand, it is literacy and primary education that is important, is not a 
correct presumption. 


First, available estimates on rates ‘of return, given in Table 15, 
clearly show that the rates of return to investment in education are high. 
Higher education yields a rate of return higher than or at least equivalent 
to secondary education in all the continents. 


Table 15: Rate of Retum to Secondary and Higher Education in the World 

Regions 

Latin America & Caribbean 
fad | 184 | 278 | 246 | 

Europe/Middle East/North Africa | 99 | 9.7 | 195 | 17.0 | 
a ee ee 

World Average 


Source: Psacharopoulos and Patrinos (2004, p.1 


Though the rate of return to higher education is less than that to primary 
education, it should nevertheless be noted that higher education does 
yield an attractive rate of return to the society and to the individual as 
well. 


The estimates in Table 15 are regional averages... There are wide 
variations in the rates of return in several countries. Table 16 presents the 
available estimates on rates of return to higher education in some of the 
Asian countries, for which data are available. Some of the estimates are 
rather dated. Yet these estimates clearly reveal that (a) investment in 
higher education yields positive rates of return to the individual and also 
to the society at large; (b) in several countries social rates of return are 
high, above ten per cent, and in some cases above 20 per cent; and (c) rates 
of return seem to be increasing over the years in some countries on which 


10 This section is partly drawn from Tilak (2003a). 
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such estimates are available. 


Table 16: Rates of Return to Higher Education in Asian Countries 


Country Year | Soctal | Private Social 
China 1993 | 11.3 | 15.1 Pakistan | 1975 | 80 | 27.0 
8 


Pakistan 
1976 | 12.4 1984-85} 19. 


— 
Ww) 
Nii 


/185 Gritanka [1981 |_| 16.1 | 
Malaysia |_| 345 ffaiwan | 1970 _| 15.0 | 18.4 | 
Letteeeeeeat : ; 


Secondary Source: Tilak (1994); Psacharopoulos (1994) and Psacharopoulos and 
Patrinos (2004) 


Estimates based on production functions also indicate a strong 
effect of higher education on development. Higher education -- measured 
in terms of the gross enrolment ratios (GER) or in terms of higher 
education attainment (HEA), i.e., proportion of population with higher 
education -- is found to have a positive effect on the level of economic 
development; and if time lag is also allowed in the production functions 
better results are obtained. Regressions of GDP per capita in 1999 on 
enrolment ratio in higher education around 1990 in 49 countrics of the 
Asia Pacific region!! have shown positive effect of higher education on 
economic growth. The regression coefficients are positive and statistically 
significant at one per cent level, indicating a significant effect of higher 
education on economic growth of the nations. 


eu The sample includes all countries in the Asia Pacific region on which required data 


are available. Data on education, economic growth, and other indicators of development are 
largely collected from Unesco (1999), UNDP (2001), and World Bank (2000). 
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Table 17: Regression Estimates of Higher Education on Economic 
Development in Asia 
pendent Variable: In. GDP/pe 


Eqn. Higher 
ducation| Intercept (Coefficient| R-Square 


ote: Figures in parentheses are t-values 
All coefficients are statistically significant at 99 per cent level of confidence. 

otation: GDP/pc: Gross Domestic Product per capita (PPP 1999) 

ER: Gross Enrolment Ratio (per cent) around 1990 

EA: Higher Education Attainment (Proportion of population with higher education) 
latest: 1990s) > 


As expected, use of HEA gives a better result, with a higher coefficient of 
determination, and the variable has a higher effect, as the value of the coefficient 
suggests. Though these simple regression equations, show more of correlation, 
than causal relationship, both the:equations make it clear that higher education 
is likely to make a significant and. positive contribution to economic growth. 
Hence, it may not be proper:to conclude that its role is insignificant, 


In the rapidly technologically changing world, technology makes a 
significant difference to the economic growth’of the nations. UNDP (2001) 
developed a technology achievement index (TAI), based on the degree of 
creation of technology in a given economy, the extent of diffusion of old 
and recent innovations, and human skills. The level of achievement in 
technology critically depends upon the level of higher education in a 
given economy. After all, it is higher education and research that help in 
developing new technology; it is higher education and research that 
contributes to innovations and in their diffusion. So one can expect a very 
strong effect of higher education on the development of technology in any 
society. In fact, the level of achievement in technology may be a close 
indicator of economic growth itself. Most countries with high enrolment 
ratios in higher education became ‘leaders’ in technology, with high levels 
of achievement in technology, as shown in Table 18. The converse is also 
true: a large number of countries with low enrolment ratios (say less than 
ten per cent) are ‘marginalized’ in the area of technology. Those with 
medium level of enrolment ratios, nearly 20 per cent, like Singapore and 
Hong Kong are indeed ‘potential leaders’ in technology. 
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Technolog 

High Low 

(>0.5) (<0.4) 
= New Zealand, 
% |High (>20) Korea, Australia, Philippines 
o4 Israel, Japan 
= ; p 
£ ae (11- Singapore Hong Kong ‘tala le 
a Tran, Indonesia, 
wa Malaysia, India, 
5 Low (<10) Sri Lanka, Nepal, 

China, Pakistan 


Source: Based on UNDP (2001) and Unseco (1999). 


A few countries like Philippines and Thailand with medium and high 
levels of enrolment ratios are classified by the UNDP (2001) as ‘dynamic 
leaders’. The rest who did not expand their higher education systems 
well, are indeed ‘marginalized.’ We find not even a single country with a 
low enrolment ratio (less than ten per cent) in higher education to have 
achieved high or medium level of achieving in the technology index. 


The relationship between higher education and technology could be 
shown statistically as well. The simple coefficient of correlation between 
enrolment ratio in higher education and technology achievement index is 
as high as 0.8 and that between technology and higher education 
attainment is 0.65. 


Table 19: Regression Estimates of Higher Education on Achievement of 
Technology in Asia 
Dependent Variable: In Technology Achievement Index (TAD 


Eqn{Higher 


iducation Intercept | Coefficient R | Adjusted) & value Degrees ot 
: Square | R-Square Freedom 
ariable 
ER -0.7405 | 0.0143 | 0.570 | 0.545 | 22.552 17 

| (4.749) 
TEA -0.6535 | 0.0152 | 0.400 | 0.357 | 9.335 15 


(3.055) 


ote: Figures in parentheses are t-values 
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) Figure.8 
GER in Higher Education and Achieyment in Technology 
(with a logarithmic trend line) 


Technology Achievement Index 
° 
> 


0 5 10 15 20 25 30 35 
Gross Enrolment Raio 


Though the number of observations is small, the simple regression 
equations estimated here (Table 19) and the trend line shown in Figure 3 
does show a very strong and statistically significant effect of higher 
education on the level of achievement of technology. 


Higher Education and Social Development 


The above rates of return and regression coefficients do not capture 
several non-economic benefits of higher education. Most studies on the 
relationship between education and development indicators, such as 
human development, health, life expectancy, mortality rate, poverty, etc., 
concentrated on literacy and school education. Rarely has the role of 
higher education been examined in this context, probably on the 
presumption that higher education does not have any role in this. Such an 
assumption is widespread. 


Simple coefficients of correlation given in Table 20 present a brief 
idea of the relationship between higher education and a variety of aspects 
of well being. All coefficients of correlation between higher education 
and development indicators have expected signs whether it is in relation 
to gross enrolment ratio or in relation to higher education attainment. 
Second, most coefficients are also statistically significant with high t- 
values. An exception is the coefficient between higher education 
attainment and poverty. All the other coefficients are significant at 99 per 
cent level of confidence; except the coefficients relating to gender 
empowerment index and poverty, which are significant at 95 per cent level 
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of significance,/? indicating that higher education is also positively related 
to several human development indicators, in addition to economic 
development. 


Table 20: Coefficients of Correlation between 
Higher Education and Social Development Indicators 


GER 
n | (around HEA (Latest 
1990) [54] | Yea") [4] 
Tia nies Mk Oni CRE 
uman Development Index (1999) | 49 | 0.60309 
Gender Development Index 42 | 0.63454 
0.65397 


Gender Empowerment Index 


Total Fertility Rate | 54 | -0.56698 | -0.47447 | 


Note: Figures in [ ] refer to number of valid countries for which data are 
lavailable; N: number of observations; r: coefficient of correlation 
Poverty (International): % of population below the line of income 
poverty of $1) 

* statistically significant at 5% level; + not significant even at 10% level; 
all others are significant at 1% level. 


Higher education is found to be very significantly related tu the 
human development index and also to the gender development index. 
Higher the level of higher education in a society, whether in stock or flow 
forms, the higher can be the level of human development, through its 
influence on two main components of human development index, viz., the 
life expectancy, and GDP per capita. It is not only life expectancy that is 
significantly related to higher education, but also infant mortality, another 
measure of health is significantly velated to higher education. 


Similarly, the effect of higher education on fertility rates can also be 
two-folded: higher education may bring in attitudinal changes on the 
need to reduce fertility rates for development on the one hand, and 
secondly, prolonged education, i.e., enrolment in higher education may 
delay marriages, and lead to reduction in fertility rates. For example 
Japan and Korea with highest levels of higher education have somewhat 
lowest levels of total fertility rates, 1.4 and 1.5 respectively. In contrast, 
the total fertility rates in Nepal and Cambodia where hardly one per cent 


R In both cases, number of observations considered is very small, due to non- 


availability of data on the respective indicators. 
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of the population has higher education; the fertility rates are 4.8 and 5.3 


respectively. 
— dserteqgadces 
Finally, the_relationship between ‘ieee education and ii. 


The estimated coefficients of correlation between poverty, i.e., per cent of 
population living below the intentionally defined poverty line of US$ one 
per day and higher education in 15 Asian countries on which data on 
poverty levels are available, suggest that poverty is inversely related to 
the level of higher education. The relationship between poverty and gross 
enrolment ratio in higher education is negative and -the coefficient is 
statistically significant; but the coefficient between poverty and higher 
education attainment is not significant, though negative as one expects. In 
general, one can argue that while basic education may. take people out of 
poverty, this can be sustained well by secondary and higher education, 
which help in upward mobility and offer better economic opportunities. 
Thus, the evidence shows that higher education ‘has a very 
significant role in the development of the societies — in terms of economic 
development; ‘human development; gender-biased development, 
improvement in health, life expectancy, and reduction in fertility, infant 
mortality’ and poverty;' and *that“the general. assumption about the 


significance ‘df'secondary and re pes education in iebies car cannot be- 
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6. Secondary and Higher Education, Poverty and Development: Fresh 
Evidence 


In the earlier section, some recent research on Asian countries on the 
role of higher education and development is briefly presented. Intra-country 
data, particularly data on a country like India may be more detailed to 
examine similar relationships, which is attempted here. Based on most recent 
Statistics available, this section attempts to provide some evidence on the role 
of secondary and higher education in development in India. Using the state- 
wise data, an attempt is made to regress a variety of indicators on poverty 
and development on stock of adult population with secondary and higher 
education. 


At the very outset, it would be interesting to note that while literacy 
has a positive impact on poverty reduction and development, mere literacy 
does not. Literates include all people who are mere literate and also all 
educated people. Rarely mere literacy rate is examined in relation to 
development. 


The simple coefficients of correlation between various levels of 
educalion (percent of population with different levels of education in 1995-96 
and poverty ratio in 1999-2000) in 32 states and union territories in India, 
given in Table 21 reveal some interesting aspects. 


Table 21: Coefficient of Correlation between Education and 
. Poverty _ 

Coefficient of Correlation between Pover 
% of Population (1 
Illitera 
Literacy 
Primary 
Middle/Upper Primary 
Secondary and above 


Ratio (1999-00) with 


-0.35790 
-0.55952 


Illiteracy and poverty go logether; this is not surprising; this is most widely 
confirmed. But more importantly, literacy (mere literacy) and primary 
education are also positively related to poverty ratio. It is only when people 
have at least completed middle/upper primary level of education, the 
relationship between education and poverty becomes negative and important; 
and the negative relationship becomes stronger when the level of education is 
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raised to secondary (and above). Thus middle level education may serve as a 
threshold level for education to influence poverty. 


The relationship between secondary and: higher education to poverty 
and a couple of other aspects of development is examined below. 


The stock of adult population with secondary and higher levels of 
education (SHEA) is an important indicator of the level of development of 
secondary and higher education. This stock indicator represents the 
cumulative efforts of a country in the development of secondary and 
higher education over the years. The larger the stock of population with 
secondary and higher education, higher could be the economic growth. 


What is the effect of secondary and higher education on poverty and 
development? Using the state level data, simple regression equation is 
estimated regressing poverty and development indicators on SHEA. 


Earlier Tilak (2004a) has examined the relationship between higher 
education and economic development and it was found to be significant. A 
simple coefficient of correlation between state domestic product per capita 
(SDP/pe) (1999-2000) and percent of population with higher education (HEA) 
(1995-96) in various states and union territories was high and statistically 
significant. The value of the coefficient is 0.686. ‘Similarly, the coefficient of 
correlation between poverty (1999-2000) and percent of population with 
higher education is also significant, and the coefficient is negative in value, it 
is: -0.371. 


A siraple semi-log regression equation of (SDP/pc). on percentage of 
population with higher education (HEA) also yielded statistically significant 
and meaningful results (with t-values in parentheses), as follows: 

InSDP/pe= 9.320 + 0.0651 HEA 

(86.0) (3.463) 


R-Square: 0.324 Adjusted R-Square: 0.297 
F-Value: 11.99 n= 28 


It may be argued that these figures highlight the nature of association, 
between higher education and development, and not the cause and effect 
relationships. Nevertheless, despite some such familiar limitations, these 


13 The number of observations in both cases is 28 (states/ union territories in India); if all 
union territories are also considered, (n = 32), the coefficient of correlation between higher 
education and poverty increases marginally to 0.381. 
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results, that used time lag for education to have an effect on poverty and 
economic development, do show that higher education is positively related to 
economic growth and inversely to poverty; and it is likely that higher 
education influences positively economic growth. 


We focus here more on poverty and other aspects of development. A 
series of regression equations are estimated and the results are given in the 
following tables. In all equations time lag is allowed, i-e., influence of the 
SHEA in 1995-96 on development indicators of a later period, mostly in 1999- 
2000. Secondly, in all cases a semi-log regression equation is used. 


a) As already noted, poverty ratios are estimated considering the levels of 
consumption expenditure of the households. Datta and Sharma (1995) found 
a strong negative relationship between consumption expenditure and poverty 
in rural India. Ravillion and Datt (1994) have explained a large proportion of 
variation in poverty with the help of per capita consumption expenditure. So 
it may be in order to examine the relationship between per capita 
consumption expenditure of the households and education, Per capita 
consumption expenditure is regressed on SHEA and the results given in Table 
22 show that the expenditure level is considerably influenced by the SHEA. 
Higher .the level of SHEA, the higher will be the expenditure and it is true in 
rural as well as urban areas with positive and statistically significant 
coefficients. 


‘Table 22: Regression of In Per Capita Cunsumplion Expenditure on Secondary 
and Higher Education 


Adjusted 
R-Square 


0.306 


Degrees 
of 
freedom 


Regression 
Coefficient 


Rural 6.1087 0.0205*** 
(3.826) 


Intercept F-Value 


14.642 


Urban 6.493 0.117 5.123 


Rural Plus Urban 2.6604 0.0091*** 
(5.418) 
Note: ** significant at 1% level; ** significant at 5%level. 


Education explains a larger proportion of variation in consumption 
expenditure in various states in rural India than in urban India, though in 
both cases the results are statistically significant. When we examined the 
rural plus urban levels of consumption expenditure, the results improved 
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further, with the adjusted coefficient of determination being nearly 0.5. 


b) Similar equations on poverty also yield very meaningful results as 
shown in Table 23. The regression coefficient of SHEA is negative and 
statistically significant at 99 per cent level of confidence, showing clearly that 
higher the percentage of population ini’ a: state With’ secondaty and: above © 
education: the lower would we the ‘poverty in the state.” While thi 
relationship holds both in rural and vtban’ areas, the value of the coefficient 
and. the level of significance Suggests that the effect of education on Furs] 
poverty is higher than in urban'areas. ” 


Table 23: Regression of In Poverty Ratio (1999-2000) on Secondary and Higher 
Education (1995-96) 


‘ ; Degrees 
Crincen | Riveee | pValue | of 
pethelent | aaa freedorn 


Rural 4.1267 0.415 22,952 


mi ia 
Serre, 
Urban 0.189 | 6998 | 30 | 
: (AR bie 4 
Rural Plus Urban -0.0426""* 14469 | 30 | 

ceeatteres] 


ip 


z 
3 


ificant at 1% level; ** significant at 5%level. 


c) As mentioned earlier, much of the literature on human development 
also concentrated on the role of literacy and primary education on infant 
mortality and life expectancy, and the role of secondary or higher education 
was not analysed, assuming that secondary and higher education has no role 
at all in improving life expectancy or reducing mortality rate among the 
children. We find here that this isnot true. Secondary and higher education 
have a very significant effect on reducing infant mortality rate. Higher levels 
of education help a lot in reducing infant mortality rates, as people with 
higher education would be more aware of the need for preventive health 
care measures and also would be aware of the availability of general 
healthcare facilities, leading to sound decision making within households 
regarding healthcare. Higher education can influence health of the 
population in a different way as well, through provision of skilled medical 
manpower to the society, thereby improving the quality and quantity of 
medical manpower in the society. 
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The regression coefficient is negative and it is statistically significant. 
Further, since the variable on education refers to adult population with 
secondary and higher education, and as the adults can adopt necessary 
measures immediately without any time, the effect of education on infant 
mortality could be almost instantaneous. This is clear, when we examine the 
regression equation that has not allowed for any time lag, and the morality 
rate in 2001 is regressed on the education of the population in 1999-2000, ie., 
without allowing for much time lag. 


Table 24: Secondary and Higher Education and Infant 
Mortali 


-0.0182*** 
(-2.909) 


Regression of In Infant Mortality Rate (2001) on Secondary and 
igher Education (1999-2000) 


Note: *** significant at 1% level; ** significant at 5%level. 


Ilowever, we find that the effect of secondary and higher education on infant 
mortality is confined to rural areas. In case of urban areas, the regression 
coefficients have expected signs, but they are not statistically significant (at 10 
per cent level). 


oo 


d) In case of life expectancy, another important measure of health 
conditions, also, the effect of secondary and higher education is significant in 
rural areas, but in urban areas, though in all cases, the sign of the regression 
coefficient is positive. In case of both male and female life expectancy, the 
influence of education is statistically significant, increasing the life expectancy 
considerably. The regression coefficient of urban education in 1999-2000 on 
female life expectancy is statistically significant at 10 per cent level. The effect 
is also higher when the time lag is reduced. Life expectancy estimated for 
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2001-06 is more influenced by the education in 1999-2000 than education in 
1995-96. In all cases, the number of observations is small, due to non- 
availability of data on life expectancy; but the results are robust. 


Table 25; Regression of In Life Expectancy at Birth (2001-06) on Secondary and Higher 


Education 
- ‘ Degrees 
Intercept | Regression | Adjusted | OF | Gf 
Coefficient | R-square | Value 
freedom 


Rural Education (1995-96) 0:412 {10.819 


Dependent Variable: In Male Life Expectanc 
a ee Ce 
Cee: a a 
Rs a Se 
ee aE 
Dependent Variable: In Female Life Expectan 
Rural Education (1999-2000) 


Urban Education (1999-2000) 0.0041* 
Urban Education (1995-96) 


Note: *** significant at 1% level; ** significant at 5%level. 


ran 
° 
al 
° 
; 
@. 
ip 
fos) 
xe) 


It may be argued that simple regression equations of economic 
development on education suggest only correlation between the two, and 
not necessarily cause and effect relationship. Such an argument is partly 
pre-empted here, by allowing a time lag for higher education to cause 
economic development. Secondly, we also find very few states with high 
levels of higher education being underdeveloped, while all the 
economically rich states have not necessarily advanced in the 
development and spread of higher education. 


To sum up, secondary higher education has a very significant role 
in the development of the societies — in terms of economic development, 
poverty reduction, life expectancy and infant mortality. Though in 
general it is true that there exists a two-way relationship between higher 
education and development, the way and the facets of development 
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analysed here, highlighted the one-way relationship, viz., the contribution 
of secondary and higher education to development. For instance, it does 
not sound logical to ague that reduction in infant mortality rate or 
improvement in life expectancy leads to development of secondary or 
higher education significantly. Similarly, current national income may 
influence the growth of education in the future, but educational levels of 
population 5-6 years ago cannot be argued to be influenced by the current 
levels of economic development, or by other current indicators of 
development, particularly in modern times, when rapid socioeconomic 
developments are taking place. In short, though the statistical analysis 
used is very simple, the group of states used in the regression analysis is 
highly heterogeneous, and that there can be several factors influencing 
economic growth, poverty and other facets of development in addition to 
secondary higher education; nevertheless, it indicates a strong and 
positive relationship - secondary and higher education clearly influencing 
development. 
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7. Policy Vacuum and Lopsided Development in Education 


Though the contribution of secondary and higher education to 
development is quite significant, India, like many other developing countries 
could not pay adequate attention to it. In fact, there has been.a strong tendency 
to neglect secondary and higher education and to focus, rather exclusively on 
elementary, more particularly primary education. While a major positive 
outcome of the Education For All conference at Jomtien was that basic 
education received serious attention of the national governments and the 
international community, which is good in itself, it has at the same time 
produced an undesirable effect on other levels of education. It was widely 
felt that elementary education goals could be reached only at the cost of 
expansion of secondary and more particularly higher education. As a result, 
either secondary and higher education was ignored. in the policy planning 
exercises, or special measures were initiated to reduce the intensity of public 
efforts in higher education or both. This did happen in India as well. Many 
public policy and plan documents, including Economic Surveys, annual budget 
speeches of the Finance Minister and debates and discussions on policy issues 
in education ignored higher education altogether, and got confined to literacy 
and primary education. Secondary education, including vocational education 
does not figure prominently in these documents. Given the national or more 
particularly international commitment in case of elementary education, the 
government felt that there was no way of continuing to support secondary 
and higher education at the same level as it used to do earlier. To justify its 
stand, the government declared, “the higher education system in the country 
is now sufficiently developed to meet the nation’s requirements. The unmet 
demand for higher education is not considered economically viable” 
(Government of India, 1994, p. 75). 


Another very important development of the early 1990s that had 
tremendous impact on education was the introduction of ‘new’ economic 
reform policies that include stabilization and structural adjustment, which 
required a drastic cut in public expenditures across the board, including 
specifically post-elementary education. In fact, these policies set the tone for 
drastic reforms in higher education in India in the following years, and on the 
whole, higher education suffered severely (e.g., see Tilak, 2002a). 


Allocations to higher education in the eighth and the ninth five year 
plans reached the all-time bottom levels, as already noted. Hardly 7-8 per 
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cent of the total education outlay in the eighth Five year plan was devoted to 
higher education, compared to nearly one-fourth in the fourth five year plan. 
Not only in terms of relative priority, but also total public expenditure on 
higher education did not increase in real terms significantly. In fact, in terms 
of per student expenditure we note a very drastic decline during the decade. 
Decline in per student expenditures means decline in real resources available 
per student on average. After all, there were steep cuts in budget allocations 
for libraries, laboratories, scholarships, faculty improvement programmes, 
etc. This might produce serious effects on the quality of higher education. 
Further, during this period quality and more importantly equity got traded- 
off. A steep decline was also felt in the budgets for scholarships in higher 
education, that have great potential for promoting equity in higher education, 
as a large proportion of scholarships are meant for weaker sections (Tilak, 
2004b). 


Public budgets for higher education were shrunk drastically during the 
1990s, and it was not forecasted to be anything better in the near future. The 
Government of India’s (1997b) discussion paper on Government Subsidies in 
India provides an insight into the government thinking. For the first time all 
post-elementary education that includes secondary and higher education was 
classified in the discussion paper as a ‘non-merit good’ (and elementary 
education as a merit good) government subsidies to which would need to be 
reduced drastically (see Srivastava and Sen, 1997). This is a major revelation 
of the thinking of the Government of India on secondary and higher 
education in India. In a sense, the public policies and action that preceded 
and followed this statement seemed to have strongly imhedded in such a 
view, though the Ministry of Finance has partly modified its earlier 
classification of goods into of merit and non-merit nature. It reclassified 
higher education into a category called ‘Merit 2 Goods’, which need not be 
subsidised by the State at the same level as the merit goods (Srivastava and 
Amarnath, 2001). 


Most importantly, absence of a clear coherent explicit long term policy 
perspective on secondary and higher education in India is the hallmark of 
Indian education of the 1990s and even of the present decade of the 21st 
century. 


Faulty Assumptions in Higher Education 


Why apathy for higher education? Why is the government unwilling 
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to give priority to higher education? Government's apathy is based on certain 
faulty assumptions on higher education. The most important assumption 
that was widely held for a long time was that higher education is not 
important for economic growth and development. On the other hand, it is 
literacy and primary education that is argued to be important. There is a 
general presumption that higher education is not necessary for economic 
growth and development. Estimates on internal rate of return also 
contributed to strengthening of such a presumption. 


Second important assumption that was also widely held was that 
developing countries like India couldn't fulfill their goals with respect to 
primary education, unless secondary and higher education are neglected. 
This assumption juxtaposes one level of education against another, and leads 
to fragmented look at education sector. There are inter-linkages between 
different sub-sectors of education and all levels of education are important. 
Further, the government seems to be sharing the widely held belief that 
development of primary education, at best elementary education, is enough 
for development of India; or that is the maximum that can be afforded by the 
poor India. International experience clearly shows this cannot be true. 
Primary education is necessary for not only education development, but also 
social and economic development. At the same time the experience also 
demonstrates that primary education is not sufficient for economic growth 
and a sustainable development. Societies that have concentrated rather 
exclusively on primary education and ignored secondary and higher 
education could not achieve high levels of economic growth. In short, it is not 
adequate for fast economic growth to exclusively concentrate on primary 
education. 


In. the context of globalisation and international competition, higher 
education also becomes critically important. Higher education cannot wait until 
primary and secondary education is completely universal or well expanded. 
The traditional sequencing of first primary education, then secondary education 
and then only higher education may not work any more. 


That government that aims at transformation of the Indian economy 
into an East Asian tiger-like economy, could afford to ignore higher 
education, might mean that it assumes that economic miracles can be created 
without higher education! It might be assuming that even ‘knowledge 
society’ can be built and revolution in information technology can be achieved 
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without bothering about strengthening higher education institutions. 


Thus, basically the assumptions of the government on higher education 
have been faulty. That government that aims at transformation of the Indian 
economy into an East Asian tiger-like economy, could afford to ignore higher 
education, might mean that it assumes that economic miracles can be created 
without higher education! It might be assuming that even ‘knowledge 
society’ can be built and revolution in information technology can be achieved 
without bothering about strengthening higher education institutions. These 
are untenable assumptions. Further, the government seems to be sharing the 
widely held belief that development of primary education, at best elementary 
education, is enough for development of India; or that is the maximum that 
can be afforded by the poor India. It also seems to be under the impression 
that State can withdraw from higher education and save its resources and 
private sector can fill the gap in the development of higher education. All 
these assumptions are untenable, faulty, are not borne out of any evidence; 
and in fact, they can be dangerous. 


But as a result of some such policies or more importantly due to the 
vacuum in policies, education development has been lopsided. Public 
expenditure on higher education has been severely affected particularly in the 
1990s. Expenditure on secondary education has not increased in any 
significant level. Despite rapid growth in enrolments, only about one-third 
of the children of the age group 14-17 are enrolled in secondary schools and 
less than nine per cent of the relevant age group in higher education 
institutions. Both with respect to growth in education, and also equality in 
education, the progress has been far from satisfactory. In fact, as stated 
earlier, no clear long term policy has been formulated in case of secondary 
and more particularly with respect to higher education development in 
the country. The poor quality of the educational edifice also affects 
growth and poverty in the country. 
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8. Summary and Concluding Observations 


The contribution of basic education to development is widely 
recognised. Ever since 1985 when the World Bank set poverty reduction as an 
important agenda of the Bank, and highlighted the role of primary education 
there in, the attention of the policy makes, planners and development 
thinkers has shifted very systematically in favour of primary education. | 
Substantial policy research and consultancy research has established the 
strong linkages between primary education and poverty reduction, reduction 
in infant mortality, reduction in fertility, improvement in life expectancy and 
so on. Research also covered literacy and non-formal education. Very rarely 
the linkages between post basic education and development have been 
analysed. Simultaneously extensive empirical research, a substantial part of 
which originated from the World Bank, that also established that returns to 
primary education are high and higher than returns to secondary and higher 
education, had also led many to conclude that it is only primary education 
and literacy that matter for development — economic, social and even human 
development, and secondary and higher education does not matter. The 
conclusion also led many to recommend that developing countries better 
concentrate on primary education and deliberately ignore secondary and 
more specially higher education. It was also felt by many that primary 
education cannot be provided to all children, unléss the growth in post 
primary education is capped. Accordingly, many developing countries have 
not paid much attention to secondary and higher education in their national 
educational policy and planning exercises. The subsequent developments, 
including the World Bank policy papers, the structural adjustment policies 
that were to be adopted by most of the developing counties, and the Jomtien 
(and later the Dakar) conferences on Education For All” (EFA), all ‘have 
contributed to strengthening these trends. The problem of résource scatcity 
added further to the problem. India has also experienced and continued to 
experience the same trends. 


In this overall background, it would be interesting to examine whether 
at all post-basic education has any role in development. This question has 
been examined in this paper, using some of the recent statistics available. A 
careful review of the research and fresh analysis of secondary data clearly 
leads us to conclude that post elementary education plays a significant role in 
development. Based on state-wise data on stock of the population with 
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secondary and higher education in 1995-96 and development indicators 
relating mostly to 1999-2000, and simple regression equations, the 
relationship between post elementary education and development is 
analysed. Despite some of the limitations of such exercises as they may 
indicate more of inter-relationship than causal relationship, it may not be 
wrong to conclude from the analysis the following: 


a) Secondary and higher education enhances earnings of the individuals 
and contributes to economic development. 


b) Post-elementary education makes a significant contribution to 
reduction in absolute as well as relative poverty. 


c) It also influences negatively infant mortality. 
d) Life expectancy is also positively related to post-elementary education. 
Many other related aspects of development are not analysed in detail here. 


The implications of these results are clear and straight forward: Given 
the importance of post-elementary education along with literacy and 
elementary education, it is necessary that attention is paid to development of 
sound and comprehensive education policies. 


Coherent long term policies for the development of education, 
including secondary and higher education for development of the 
economy are needed. Public policy has to clearly recognise the critical 
importance of secondary and higher education in development, in poverty 
reduction, human development and economic growth. While there is some 
talk of late with reference to secondary cducation (sec e.g., World Bank, 
2002b, 2003), higher education is deliberately kept away from such 
discussions. Education has to be planned as an important component of 
poverty reduction strategies. Planning education has to be integrated 
with development planning. 


It is important to note that no nation that has not expanded 
reasonably well its higher education system can achieve a high level of 
economic development. International evidence shows that all advanced 
countries are those that have universalized secondary education and have 
provided a fair degree of access to higher education. Among the 
advanced countries there is no single country, where higher education 
was not well expanded. In most developed countries higher education is 
fairly democratised, and is accessible to all. In fact, there are significant 
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trends towards massification of the base of higher education. The gross 
enrolment ratio in higher education in advanced countries varies between 
20 per cent and as high as 90 per cent. In contrast, in most of the 
developing countries, it is restricted to a small fraction of youth. No 
country could be found in the group of high-income. countries with an 
enrolment ratio of less than 20 per cent. A 20 per cent enrolment ratio in 
higher education seems to be the critical threshold level for a country to 
become economically advanced. The 20 per cent enrolment ratio is a 
necessary, but not a sufficient condition for development, as the enabling 
environment is also important, that enables education to considerably 
influence development. 


It may be underscored again that it might not be sufficient if the focus 
has been exclusively on elementary education for the social and economic 
development of the society on the one hand, and for the development of a 
strong, and. balanced edifice of the education system-on the other. ‘Education 
forms an important ingredient of sustainable development, and post- 
elementary education also serves an important instrument. of achieving 
sustainable development (Tilak, 2004b). The long term: influence of post 
elementary education on all the key dimensions of sustainable development is 
well known. For example, the role of education in reducing poverty — both at 
individual and national levels, in improving health and nutritional status of 
population, in reducing fertility and population growth and thereby 
contributing to demographic transition, in strengthening democratic forces 
and in ensuring civi) and political rights of the people — is too important. to 
ignore. Balanced developmeni of education of all levels is also a critival factor 
necessary for economic growth and development and also for its sustenance. 
It is important to note that while literacy and elementary education are 
important and necessary for development, they are not adequate for economic 
development. 


Given the inter-dependence of one layer of education on the other, 
secondary and higher education also becomes critically important along with 
elementary education for developing and sustaining good quality education 
at all levels — primary, secondary and higher education. 


Sustainable socioeconomic development of the societies requires 
sustainable education systems. It is necessary to build the educational edifice 
which focuses on human capital as well as human development, economic 
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growth as well as equity and reduction in poverty, modern techniques of 
development as well as traditional methods, national, local as well as global 
concerns, and human and secular values. Only strong and vibrant education 
systems, based on sound assumptions and approaches, can play the 
constitutive and instrumental roles in development. In other words, strong 
and sustainable education system is necessary to serve (a) itself as 
development, as ‘freedom,’ as a ‘capability,’ as a human right, and as human 
development, as a key dimension of sustainable development — as an end, and 
(b) as a means of sustainable development from economic, social, cultural, 
and political points of view. Secondary and higher education is an essential 
tool for achieving a sustainable future. In the very context, construction of 
knowledge societies is also found to be increasingly relevant. It is clear that 
knowledge societies cannot be constructed without building strong and 
dynamic high quality higher education institutions. After all, creation and 
expansion of frontiers of knowledge and dissemination of knowledge is the 
main function of universities and other institutions of higher education. 


In addition, education, including higher education, is also a public good 


‘— at least a quasi-public good, benefits from which are not confined to the 


individuals who go to colleges, but also olhers and the society at large are 
benefited considerably. ‘I'he externalities af education, including the dynamic 
externalities of higher education are indeed immense, and they have 
profound positive effect on economic growth. 
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Appendix 


ation by Educational Level, 1995-96 (%) 
Literate 


Distribution of Pop 


State 


[Gujarat [48.09 
[Haryana | 484 [6 | 187 | 

| Himachal Pradesh |" 39.7 [94 [205 _| 

12.8 18.0 


1 = 
RISIS|S|aIe 

talis|b 

: 

— 

5S 

to 


: 144 
27.9 
34.0 24.3 
|DamanéDiu | 447 | 70 | 92 | 296 | 
|Delhi | 92 | 23 | 25 [191 | 500 | 
Lakshadweep 14.4 20.0 
Pondicherry 35.2 37 _ 30.7 
ete a al 


Source: NSSO (1997, 2001) 
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Distribution of Workers by Educational Level, 


Ce NS 
| Andhra Pradesh | 6.0 | 9. 
12.5 16.7 


ssam 

Gujarat 114 
Haryana 12.5 25.6 
Himachal Pradesh | 11.1 
Kerala ibm 
Meghalaya _ 
Nagaland 21.6 
[Orissa |S. 
PRojasthan | -57 | 105 
Tamil Nadu 
[West Bengal | 127 | 154 | 16.5 | 


A & N Islands 15.1 


| Source: Chadha (2004 
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